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During the 19th century, adventuresome and entrepreneurial pioneers, who would later become the first Iowans, hitched up their wagons and headed west.  They staked their claims, turned over the fertile prairie, and developed this countryside into one of the most efficient food and fiber producing regions in the world.  The demand to feed the growing population in this new nation consumed every bushel of grain and every pound of meat that our agrarian ancestors could produce.

In the 21st century, this nation is challenging America's farmers to continue to meet our needs for food and fiber but also turn their efforts to producing much needed renewable energy.  The need to produce additional sources of energy to fuel this nation is equally as important to this country's destiny today as were the efforts of our forefathers of past generations to feed this nation.
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Renewable Energy: Local Investment

In Iowa we have to answer the question of who will have the ownership of the facilities that produce energy from our wind, corn, soybeans and biomass. From the beginning of the ethanol fuel initiative in the corn belt, local producers knew they had to build new companies to share the market with ADM and Cargill. They did just that and now local farmers and business people have made ethanol and bio-diesel facilities a reality in their communities. They have taken the risk and are now reaping the rewards.

Last year, an ethanol plant in western Iowa paid a 46 percent return on investment to shareholders and is on target to increase its return this year. Realistically, this plant will easily return 100 percent of the original investor’s dollars to them within its first two full fiscal years. Is there any wonder why outside investment dollars are flooding in to build additional plants? 
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Social economists say locally earned dollars tend to stay local and turn over seven times in their communities.  For this plant, that means tens of millions of dollars are being spent or reinvested at home each year.  Agricultural economists also tell us that an ethanol plant will raise the local price of corn about a nickel. For a plant using 18 million bushels of corn annually, this means that plant will put another 900 thousand dollars into the local economy. If we allow outside investors to own these plants, we will act out the old axiom of tripping over the dollars (that come from profits) while picking up the nickels (gained from corn price increases). 

We have long lamented the small portion farmers receive of the value added food dollars, a few cents of a $3 dollar box of corn flakes for example.  However, we can give ourselves the chance to hold onto the value of turning our grain, wind and biomass into energy if we act now.  Securing a commitment to ensure as much local ownership as possible is the key.
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We have great companies who have partnered with our communities and farmers to build many of our current facilities.  It is the perfect model.  We have the raw products and capital, and they have the expertise for design engineering, construction, management, and marketing.  We will continue to work together as ownership partners. Since the passage of the Energy Policy Act, all of Iowa has been abuzz with discussions of ethanol, bio-diesel and wind energy facilities.  When that discussion is going on in your community you should ask how much local ownership is part of the proposal.  If local farmers and local investors will not have a viable opportunity to become owners, you should consider a different business model that is in the best long term interest of your community.  If this isn't considered now, we will look back and again lament receiving a small portion of the end dollars generated by our labors, while others reap the real financial rewards.

Without a doubt, just as our agrarian forefathers met this country's needs for food, present day farmers will meet this country's need for renewable energy. The question hanging in the balance is, “who will share the real profits?”  We have now hitched agriculture’s wagon to an energy future.  Let's keep our hands on the reins.
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